
Office Memorandum from the City Manager

To: City Council

From: Richard M. Finn, City Manager

Date: April 29, 2004

Subject: Recommended 2005 Fiscal Budget

Attached for your review and consideration is a copy of the recommended budget for fiscal
year 2004-05 which will begin on July 1, 2004 and conclude on June 30, 2005.  Included in the
attached budget information is the City’s General Fund, the Storm Water Fund and the Special
Revenue Fund.  In addition, for the first time, the Community Center Project has been separated
from the Special Revenue Fund, thereby allowing for easier access to the project revenues and
expenditures.

This year’s budget process started four months earlier when the Council undertook a
thorough review of the Council goals established for the 2003-04 fiscal budget.  This process
concluded with the Council identifying the new Council priorities for the upcoming 2005 fiscal year.
All of the Departmental budgets have been developed with an emphasis on implementing the
strategies represented by the following City priorities:

(1) Centralized Communications/Outreach:   This strategy includes the development of
centralized communications approach which will coordinate the use of existing
communications resources and developing technologies to enhance all City
interactions.  Increase the participation in city activities of groups that have not
traditionally participated.  Ensure that residents have the opportunity to participate
in city decision-making.

(2) Fiscal Management/Efficiency:   City employees will continue to maximize the use
of tax dollars.  A comparison of County and City services will be conducted to
determine duplications and related costs for these services.  Information regarding
the City’s budget process will be better communicated to residents and the Council,
both in presentation format and frequency of financial updates throughout the fiscal
year.  Staff will continue to focus on efforts to identify new funding resources
(increased revenues) and other efficiencies (decreased expenditures).

(3) Public Safety:   This strategy will involve all City Departments working together to
incorporate Community Oriented Policing throughout the City.  Public safety
includes crime prevention as well as other traditional police services and includes an
emphasis on traffic enforcement and pedestrian safety.
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(4) Community Center: This strategy  includes completion of the construction of the new
Community Center, ensuring that the design of the community center facilitates
citizen access to city services, and planning new programming (especially for youth
and seniors) that will take place in the new community center and other locations.

(5) Economic Development: This strategy will involve City staff focusing on proactive
initiatives to maintain the economic vitality of Takoma Park’s commercial districts,
encourage smart growth development, support transportation enhancements, and
increase the local property tax base, while maintaining the character of the
community.

(6) Infrastructure/City Assets/City Image: This strategy includes repairing and
maintaining city streets and storm water systems, maintaining city parks, keeping
rights-of-way free of trash and graffiti, working with other levels of government on
improving rights of way under their control, improving signage, upgrading the
appearance of commercial areas and commercial buildings, and ensuring that street
design encourages traffic calming and pedestrian safety.  Includes promoting energy
efficiency and reducing greenhouse gas emissions, preserving open space, and
protecting the urban forest.

(7) Affordable Housing: This strategy focuses on increasing affordable home ownership
opportunities for city residents, maximizing use of available funding and staff
resources at the county, state, and federal level, and preserving the quality of existing
housing by enforcement of housing codes.  Monitor number of affordable housing
units.

The recommended FY2005 budget includes $120,000 to enable staff to implement these City
priorities.  For the second consecutive year, the City has been confronted with a difficult fiscal year
due to the fiscal condition of the State and County governments.  State revenues continue to decrease
which has adversely affected the projected City revenues.  The City Department Heads have again
risen to the fiscal challenge by closely scrutinizing their respective operating budgets.  I want to
personally commend and thank all of the Department Heads and their budget staff members for
assisting my office in the development of the attached 2005 fiscal budget.

General Fund - Department Operating Expenses - FY2005

The recommended departmental operating budget for FY05 is $12,595,233.  This
recommended expenditure represents the cost for all departmental personal costs and department
operating expenses.  It represents an increase of $320,250 (2.6%) over the approved departmental
operating budget set for fiscal year 2004.  The recommended departmental recommended
expenditures are as follows:
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FY04 Adopted
“Original” Budget

FY05
Recommended

% Increase
(Decrease)

EXPENDITURES (All City Depts)

Personal Services $9,556,493.00 $9,668,001.00 1.2%

Operating Expenses $2,718,490.00 $2,927,232.00 7.7%

Sub-Total $12,274,983.00 $12,595,233.00 2.6%

The other expenditures that are included in the General Corporate budget are as follows:

EXPENDITURES
FY04 Adopted

“Original” Budget
FY05

Recommended
% Increase
(Decrease)

Debt Service $307,158.00 $312,735.00 1.8%

Non-Departmental $910,374.00 $1,088,140.00 19.5%

Capital Expenditures $520,000.00 $564,000.00 8.5%

Equipment Replacement Reserved (ERR) $0.00 $0.00 -     

Contribution to ERR $0.00 $100,000.00  -     

Special Revenue Transfer $3,825.00 $23,078.00 503.3%

Transfer Out - Comm Ctr $0.00 $200,000.00     -     

Sub-Total $1,741,357.00 $2,287,953.00 32.4%

The above recommended budget includes the allocation of $100,000 into the Equipment
Replacement Fund which was not done in the 2004 fiscal budget due to fiscal constraints.  In
addition, the recommended budget allocates $200,000 into the Community Center fund.  Overall,
the City’s total recommended General Corporate budget which includes the Departmental operating
budgets and the non-operating expenditures is illustrated below:

FY04 Adopted
“Original” Budget

FY05
Recommended

% Increase
(Decrease)

Total Expenditures $14,016,340.00 $14,883,186.00 6.2%

Proposed FY05 Budget: City Manager's Memo 3 of 8

5/5/04



FY05 Recommended Budget Page - 4 -
Message from the City Manager

As illustrated above, the recommended City General Corporate budget is $14,883,186 which
represents a 6.2% increase over the approved FY04 budget.  Please see Graph “A”.

 Fiscal Year 2005 Revenue Summary

The City’s General Fund Revenues are projected to be $14,883,186 which represents an increase
of $866,846 (6.2%) over the FY2004 revenues.  The following chart provides a comparison of the
projected FY2005 revenues with the adopted FY2004 revenues:

Revenue Sources FY04 FY05 % Increase
(Decrease)

Local Taxes $6,656,976.00 $7,394,198.00 11%

State Shared Taxes $1,652,000.00 $1,836,786.00 11%

Licences & Permits $38,000.00 $46,000.00 21%

State Funds $464,544.00 $397,033.00 (15%)

Montgomery County Funds $3,033,820.00 $3,530,247.00 16%

Service Charges $647,000.00 $621,500.00 (4%)

Fines & Forfeitures $144,500.00 $162,500.00 12%

Miscellaneous $373,500.00 $227,333.00 (39%)

Recreation Center Fund $16,000.00 $0.00      -     

Prior Year Surplus/Unreserved,
Undesignated Fund Balance $990,000.00 $667,589.00 (33%)

Appropriated - ERR $0.00 $0.00 -       

TOTAL $14,016,340.00 $14,883,186.00 6.2%

The recommended budget does not change the existing City property tax rate which has been
established at $.66 per $100 of assessed property valuation.  This will be the third consecutive year
that the City property tax rate will remain unchanged.  However, the City will see its property tax
revenue increase by an estimated 11% due to the implementation of the first phase of the State
reassessment.  Under State law, a property owner’s assessed value can only increase a maximum of
10% per year after a State wide assessment.  Please see Graph “B” for additional comparison
information.

Again, as illustrated above, the City saw for the second consecutive year a reduction of State
Highway funds.  This represents an additional loss from the State of $67,511 which is another 15%
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reduction.  Fortunately, as a direct result of the City written MOU with the County for the Police
rebate, the City will see the County rebate increase by $496,427 (16%).  The recommended budget
decreases the amount of carry over that will be used to balance the budget by $322,411 (33%).

New Budget Presentation - Department Service Levels

The attached department budgets included a new section which represents each respective
department’s Service Levels.  These Service Levels have been identified for the recommended 2005
fiscal year and compared to the approved 2004 fiscal year.  The expenditures for each Service Level
are broken out for the personnel expenses and the operating expenses for each fiscal year.

Full Time Equivalents (FTEs)

Attached in Graph “C” is a comparison of the number of full time equivalent positions that
the City has employed during the past ten years.  The recommended FY2005 has 135.23 FTEs which
is the lowest number of FTEs in the ten year period.  As illustrated in the chart, the City has varied
in its FTEs from a high of 141.37 (1999) to a low of 135.23 (2005).  The average FTEs for the ten
year period is 137.64.

Budget Highlights

(1)   The recommended City Corporate Budget keeps the property rate at $.66 of $100 of assessment.
This is the third consecutive year that the City’s property tax rate remains unchanged.

(2)   The City’s Street Resurfacing Program will continue to be budgeted at $500,000.  This is the
second year in a row that the City will have allocated $500,000 for street resurfacing.

(3)   The recommended budget also includes $120,000 to implement the City’s Priorities.  A copy
of the City Priorities is attached in Exhibit 1.

(4)   The recommended budget includes a total of 135.23 full time equivalent (FTE) positions.  This
represents a decrease of 3.14 positions from the level of staffing that exists in the present budget.

(5)   Through the combination of two existing part-time positions, one from the Library and one
from Recreation, a new full time position will be created.  The new position will coordinate and
oversee the new Learning Center (which is scheduled to open on January 2, 2005).  This new
position will not affect the FTEs.

(6)   Included in the City’s Priorities fund is $40,000 which will be used to implement the City’s new
Urban Management Forest Plan.  This plan was recently presented and approved by the City
Council.

(7)   The recommended budget includes funds for the new Community Center.  Since the new
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facility will not be opened until January 2005, the City budget has allocated funding for six months
(January - June 30).  Funds for the operation of the new Community Center have been budgeted in
the Recreation Department and the Library budget.

(8)   The recommended budget does not include funds for the City Tool Library.  The City Council
has directed staff to continue the operation of the Tool Library through the end of the current fiscal
year.  The Council indicated a desire to review the status of the Tool Library as part of the 2005
budget process.

(9)   The recommended 2005 fiscal budget includes funding for a 2.5% wage increase.  The wage
will be made on July 1, 2005 in compliance with the City’s two existing Collective Bargaining
Agreements.

(10)   Funding in the amount of $100,000 has been placed into the Non-Departmental budget.  These
funds will be available to the City Council to pursue additional studies and for potential litigation
if Washington Adventist Hospital Administration proceeds with its full expansion plans.  The
Hospital Administration has indicated its intent to proceed directly to the County to obtain the
necessary approvals to enable to complete its expansion plans.

Stormwater Management Fund

On June 10, 1996, the City Council enacted Ordinance 1996-15 which authorized the
establishment of a Stormwater Utility fee system.  This allowed the Stormwater utility to be funded
through a fee rather than the property tax.  The City was the first municipality in the State to approve
funding of its annual stormwater management utility through fees.  The conversion from a property
tax revenue service to a utility fee fundamentally changed the method the City funded its Stormwater
Management program.

The recommended Stormwater budget for fiscal year 2005 will be $234,437.  This budgeted
amount includes funding for the annual storm sewer cleaning ($60,000) as well as for various
stormwater improvement projects ($70,000).  In addition, the recommended budget includes $49,054
which will be used to repay the first of nine annual payments for the borrowing of $400,000.  The
loan proceeds will be used to pay for a portion of the stormwater improvements that are being
constructed as part of the Community Center.

The recommended stormwater budget will use $10,337 of unappropriated surplus from the
fund with the balance of the revenues coming from the stormwater utility fee and user fees.  After
allocating the $10,337 towards the stormwater budget, the stormwater fund will still have an
estimated $48,754 in unreserved and unappropriated funds.

The recommended FY05 stormwater utility fee will remain at $28.68.  This fee of $28.68
was established during the FY00 budget process and it will remain unchanged for five consecutive
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years.

Community Center Budget

The recommended budget includes an allocation of $200,000 for the Community Center
project.  In addition, the projected revenues for the Community Center also include $300,000 from
the State (awarded this past legislative session) and $750,000 from the County (anticipated to be in
the County’s 2005 budget).

Based on these additional revenue sources, the City is projected to have $5,319,157 to
complete the project.  It is anticipated that all of these funds will be expended by end of the 2005
fiscal year.

Special Revenue Fund

The FY05 Special Revenue budget will be set at $1,042,846 which includes Community
Development Block Grant Funds, State Open Space Park projects, and funds anticipated from the
State and County.  As noted above, the Community Center project has been removed from this fund
and has been established as a separate stand alone fund.

Conclusion

Again, I wish to extend my personal thanks to all of the City Department Heads for the
excellent job they have done.  I also wish to recognize the dedicated efforts of our new Finance
Director, Cathy Waters, and Deputy City Manager, Wayne Hobbs.  In addition, Jessie Carpenter,
Lonni Moffet and Elizabeth Mosely are recognized for their dedicated efforts to get the budget
finalized and placed on the City’s web page.
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